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REF: TEHRAN 11687 

BEGIN UNCLASSIFIED: 

1 . DECEMBER 8 FINANCIAL TIMES REPORTS IRANIAN MINISTER 
OF PLANNING, DR. ABUDL MAIID MAJIDI, TOLD ROYAL INSTI- 
TUTE OF INTERNATIONAL AFFAIRS CTNFERENCE THAT IRA WANTS 
TO PAY FOR GOODS AND PROIECTS WITH CRUDE OIL AT A COST 
LARGELY INDEXED ACCORDING TO THE RATE OF INFLATION RE- 
CORDED BY THE EXPORTING COUNTRY. THE IDEA IS THAT 75 
PERCENT OF THE PRICE INITIALLY SET SHOULD BE ADIUSTED 
ACCORDING TO THE RATE OF INFLATION OF EXPORTS OF THE 
SUPPLYING COUNTRY AND THE REMAINING 25 PERCENT IN TERMS 
OF GOING INTERNATIONAL CRUDE OIL PRICE. 

2. THE FT STATES THAT THE PROPOSAL, ATTRIBUTED TO THE 
SHAH, HAS NOT FIGURED IN CURRENT HAGGLING OVER DEFENSE 
CONTRACTS BEING UNDERTAKEN BY BRITISH COMPANIES IN IRAN. 
THE FT ALSO OBSERVES THAT QUITE APART FROM THE ACCOUNTING 
PROBLEMS INVOLVED AND DIFFICULTIES IN PERSUADING MAIOR 
OIL COMPANIES TO ACCEPT BARTER OIL, UK CONTRAITORS SAY 
THAT SUCH DEALS CAN HARDLY BE CONSIDERED AS STRICTLY BI- 
LATERAL AS THEY MUST PURCHASE MATERIALS AND SERVICES FOR 
SUCH PROJECTS AS CHEAPLY AS POSSIBLE WHEREVER THEY CAN. 
END UNCLASSIFIED. 

BEGIN CONFIDENTIAL: 

3. THIS LATEST WRINKLE ON INDEXATION SEEMS TO MAKE 
LITTLE ECONOMIC SENSE. WHILE IT MAY BE GIVEN A POLITE 
HEARING GIVEN ITS HIGH PARENTAGE, IT IS DOUBTFUL WHETHER 
IT COULD MEET WITH MUCH SUCCESS EVEN IN A COUNTRY AS 
HARD UP FOR IRANIAN BUSINESS AS BRITAIN. 

4. FCO ENERGY DEPARTMENT CONFIRMS THAT HMG DOES NOT IN- 
TEND TO BECOME INVOLVED IN ANY BARTER DEALS ON AN INTER- 
GOVERNMENTAL BASIS SUCH AS OCCURRED IN 1974. FURTHER, 

FCO VIEWS OIL ASPECT OF ARMS TRANSACTIONS AS A CASH DEAL 
IN WHICH OIL PLAYS A COUNTERPART ROLE TO THE MAIN COMMER- 
CIAL TRANSACTION, E.G., THE SIDE DEAL BETWEEN BAC AND 
SHELL WHEREBY THE LATTER DOES NOT BECOME INVOLVED CON 
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TR ACTUALLY WITH THE NATIONAL IRANIAN OIL COMPANY OR THE 
GOI. 

ARMSTRONG 
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